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ATTICA HOSPITAL DISTRICT No., 1
MANAGEMENT 'S DISCUSSION AND ANALYSIS

Our discussion and analysis of the fimancial performance of Attica Hospital District
No. 1 (District) provides a narrative overview of the District's financial activities
for the years ended December 31, 2017 and 2016. Please read it in conjunction with the
accompanying financial statements.

Financial highlights

The District reported an operating loss of $715,113 during 2017, as compared to
operating losses of $498,349 in 2016 and $689,178 in 2015.

The District had nonoperating revenues which consisted primarily of District tax
proceeds and rental income of $432,213 in 2017, $509,497 in 2016, and $473,367 in 2015.

After the inclusion of nonoperating revenues and expenses and capital grants and
contributions, the District's net position decreasged by $114,529 or 5.8 percéent in
2017, increased by 517,099 or 0.9 percent in 2016, and decreased by $180,264 or
8.5 percent in 2015.

Using these financial statements

The District's financial statements consist of three statements - a Statement of Net
Position; a Statement of Revenues, Expenses, and Changes in Net Position; and a
Statement of <Cash Flows. These financial statements and related notes provide
information about the activities of the District, including resources held by the
District and resources restricted for specific purposes by contributors.

One of the most important guestions asked about the District's finances is, "Is the
District as a whole better or worse off as a result of the year's activities?" The
Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Pogition report information about the District's resources and its activities in a way
that helps answer this question. These statements include all restricted and
unrestricted assets and all liabilities using the accrual basis of accounting. For
purposes of these two statements, revenues and expenses are taken into account
regardless of when cash is received or paid.

These two statements report the District's net posgition and its changes. The
District's net position - the difference between assets and liabilities - may be
thought of as one way to measure its financial health, or financial position. Over
time, increases or decreases in the Districk's net position are one indicator of
whether its financial health is improving or deteriorating. Consideration must also be
given to other nonfinancial indicators, such as changes in the District's physical
plant and measures of the quality of services it provides to the community, as well as
local economic factors, to assess the overall health of the District.

The final reguired statement is the Statemenit of Cash Flows. This statement reports
cash receipts, cash payments, and net changes in cash resulting from operations,
investing, and financing activities. It provides answers to such questionsg as "Where
did cash come firom?", "What was cash used for?", and "What was the change in cash
balance during the reporting period?"



ATTICA HOSPITAL DISTRICT No. 1
MANAGEMENT 'S DISCUSSION AND ANALYSIS - CONTINUED

Assets, liabilities, and net assets

The District's statements of net position as of the end of each of the last three years
are summarized as follows:

2017 2016 2015
Assets
Current assets $ 2,028,001 $ 2,135,419 $ 2,001,184
Agsets limited as to use 327,910 170,891 179,416
Capital assets, net 1,260,470 1,367,879 1,441,31)
Total assets 3,616,381 3,674,289 3,621,911
Deferred outflows of resources 268,654 387,643 197,259
Total assets and deferred cutflows
of resources 5 3,885,035 5 4,061,932 $ 3,819,170
Liabilities
Current liabilities S 224,026 $ 190,146 ] 182,088
MNet pension liability ) 1,174,234 1,476,036 1,202,328
Total liabilities 51,398,260 5 1,666,182 $1,384,416
Deferred inflows of resources 5§ 639,064 5 433,510 $ 489,613
Net position
Invested in capital assets - net of
raelated debt $ 1,260,470 $ 1,367,979 51,441,311
Restricted expendable net position 02,911 145,891 154,416
Unrestricted 284,330 448,370 349,414
Total net position $1,847,711 § 1,962,240 1,945,141

In aggregate, the District's unrestricted cash and invested cash totaled $1,262,005 and
51,500,404 as of December 31, 2017 and 2016, respectively. These represent 132 days
and 164 days, respectively, of average cash expenses during each of the yearg then
ended.

Capital asset acquisitions were funded from operating cash flow and capital grants
during 2017 and 2016. Net capital assets (after depreciation) decreased by $107,509
during the 2017 fiscal year hecause depreciation expense exceeded capital asset
acguisitions during that year. Net capital assets decreased by $73,332 during the
2016 fiscal year because depreciation expense exceeded capital asget acquisitions
during that year.

The District's net patient accounts receivable was 14 percent of current assets as of
December 31, 2017, and 8 percent as of December 31, 2016. The average number of days
of net patient revenue in accounts receivable was 35 days as of December 31, 2017, and
21 days as of December 31, 2016.

The District's net position decreased by $114,529 or 5.8 percent in 2017 and increased
by $17,099 or 0.9 percent in 2016.



ATTICA HOSPITAL DISTRICT No. 1
MANAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

Operating results and changes in net assets

The District's operating results and changes in net position for each of the last three
yeard are summarized as follows:

2017 2016 2015
Operating revenues $ 2,949,787 $ 3,018,369 $ 2,682,938
Operating expenses (3,664,900} {3,516,718) {3,372,116)
Operating loss ‘ (715, 113) (498,349) (689,178)
Nonoperating income 432,213 509,497 473,367
Capital contributions and grants 168,371 5,951 35,547
Increase (decrease) in net position $ (114,529} & 17,098 5 (180,264)

The most significant components of the overall change in the District's decrease in net
position in 2017 were a decrease of net patient service revenue of $70,540 and an
increase in supplies and other expenses of $285,125.

Gross and net patient service revenue for the past three years are analyzed as follows:

2017 2016 2015
Daily patient care 5 2,588,412 $ 2,741,584 52,502,462
Independent living units 13,695 13,409 19,792
Gross patient service revenue 2,602,107 2,754,993 2,522,254
Contractual adjustments 328,674 240,159 153,816
Provision for bad debt (15,000} (8,831) {30,438)
Net patient service revenue $ 2,915,781 $ 2,986,321 $ 2,645,632

Employee salaries and wages, including benefits, decreased by $141,022 or 6.3 percent
during 2017; and decreased by $48,345 or 2.1 percent during 2016. These changes are
functions of changes in the number of employees, pay rates, and benefits.

Supplies and other expenses increased by $285,125 or 25.75 percent during 2017, and
increased during 2016 by $200,555 or 22,1 percent. The increase in 2017 and 2016 was
attributable primarily to an increase in contract nurse aide services, which correlates
to the decrease in salaries noted in the preceding paragraph.

Budgetary information

Actual expenditures for the year ended December 31, 2017, on the modified accrual basis
of accounting and encumbrances were $3,486,527 as compared to the legally adopted
budgeted expenditures of §3,975,947. Actual expenditures for the year ended
December 31, 2016, on the modified acgrual basis of accounting and encumbrances were
53,319,739 as compared to the legally adopted budgeted expenditures of $§3,665, 268,
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCQUNTANTS

Board of Trustees
Attica Hospital District No. 1
of Harper County, Kangas

We have audited the accompanying financial statements of the business-type
activity of Attica Hospital District No, 1 of Harper County, Kansas (Hospital
District}, as of and for the yeaxs ended December 31, 2017 and 2016, which
collectively comprise the Hospital District's financial statements as listed in
the table of contents, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted
in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor's Respongibility

Our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America and the Kansas Municipal audit
Guide. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the £financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or exror.
In making those risk assessments, the auditor considers internal control relevant
to the entity's preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to previcusly present fairly,
in all material respects, the financial position of the business-type activity of
Attica Hospital District No. 1 of Harper County, Kansas, as of December 31, 2017
and 2016, and the changes in its net position and cash flows for the years then
ended in accordance with accounting principles generally accepted in the United
States of America.

Other-Matterg
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require
that management's discussion and analysis on pages 1 through 3 be presented to
supplement the financial statements. Such information, although not a part of
the financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for
placing the financial statements in an appropriate operational, economic, or
historical context. These standards also require a schedule of the Hospital
District's proportionate share of net pension liability and schedule of Hospital
District contributions to the defined benefit pension plan on pages 24 and 25.
We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for
consistency with management's vresponses to our inguiries, the financial
statements, and other knowledge we obtained during our audits of the financial
statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the financial
statements that collectively comprise Attica Hospital District No. 1 of Harper
County, Kansas, financial statements as a whole. The supplementary information
on pages 26 through 28 is presented for purposes of additional analysis and is
not a required part of the financial statements, Such information is the
responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the
audits of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to underlying accounting and
other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation
to the financial statements as a whole.

s Vo //%wm

Topeka, Kansa
Bpril 4, 2018
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ATTICA HOSPITAL DISTRICT NO. 1

OF HARPER COUNTY, KANSAS

STATEMENTS OF NET POSITICN

December 31,

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

CURRENT ASSETS

Cash and cash eguivalents

Patient accounts receivable, net of
allowance for doubtful accounts of
525,000 in 2017 and $10,000 in 2016

Property taxes receivable

Inventories

Prepaid expenses

Total current assets

ASSETS LIMITED AS TO USE
By donor for capital acquisitions
By contributors and grantors for capital
acquisitions
By escrow agreément for unemployment
benefits

CAPITAL ASSETS, NET
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Pension contributions remitted subsequent
to the measurement date
Changes in proporticn related to pension

Total deferred outflows of
resources

Total assets and deferred
outflows of resources

2017 2016
$1,262,005 $1,500,404
278,997 173,499
426,390 393,062
28,431 28,431
32,178 40,023
2,028,001 2,135,419
268,622 110,598
34,288 35,293
25,000 25,000
327,910 170,891
1,260,470 1,367,979
3,616,381 3,674,289
62,552 66,958
206,102 320,685
268,654 387,643
53,885,035 $4,061,932

The accompanying notes are an integral part of these gtatements.




LTABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

CURRENT LIABILITIES
hceoounts payable
Accrued salaries and related taxes
Accrued compensated time off
Medicaid tax payable

Total current liabilities
NET PENSION LIABILITY
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Property taxes
Estimated differences between expected
and actual pension investment earnings
and pension experience

Total deferred inflows
of resources

NET POSITION
Invested in capital assets - net of
related debt
Restricted expendable net position
Unrestricted

Total net position

Total liabilities, deferred
inflows of rescurces, and
net position

2017 2016
5 50,246 5 37,947
105,154 81,163
57,404 59,804
11,222 11,232
224,026 190,146
1,174,234 1,476,036
1,398,260 1,666,182
426,390 383,062
212,674 40,448
639,064 433,510
1,260,470 1,367,979
302,911 145,891
284,330 448,370
1,847,711 1,262,240
53,885,035 54,061,932




ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
STATEMENTS OF REVENUES, EXPENSES, AND
CHANGES IN NET POSITION '

Year ended December 31,

2017 2016
Operating revenues
Net patient service revenue $2,915,781 $2,986,321
Other revenue 34,006 32,048
Total operating revenues 2,949,787 3,018,369
Operating expenses
Salaries and wages 1,657,582 1,737,524
Employee benefits 443,083 504,163
Supplies and other 1,392,316 1,107,191
Depreciation 171,919 167,840
Total cperating expenses 3,664,900 3,516,718
Operating loss (715,113) (498,349)
Nenoperating revenues (expenses)
District tax proceeds 407,240 404,120
Interest income 13,940 6,040
Gain on sale of assets 85,972
Rental income, net of expenses 9,110 12,776
Gas well income 1,877 555
Other 46 34
Total noncperating revenues net
of expenses 432,213 509,497
Excess of revenues over (under) expenses
hefore capital grants and contributions (282,900) 11,148
Capital grants and contributions 168,371 5,951
Increase {(decrease) in net position (1.14,529) 17,099
Net position at beginning of year 1,962,240 1,945,141
Net position at end of year $1,847,711 $1,962,240

The accompanying notes are an integral part of these statements.



ATTICA HOSPITAL DISTRICT NO. 1
‘OF HARPER COUNTY, KANSAS
STATEMENTS OF CASH FLOWS

Year ended December 31,

2017 2016
Cash flows from operating activities
Receipts from and on behalf of patients 42,810,283 $3,028,784
Payments to or on behalf of employees {2,089,661) {2,214,742)
Payments for supplies and services (1,372,136) {(1,096,879)
Other receipts and payments 34,006 32,048
Net cash used by operating activities (617,508) {250, 789)
Cash flows from noncapital financing activities
District tax proceeds 407,240 404,120
Net cash provided by noncapital .
financing activities 407,240 404,120
Cash flows from capital and related financing
activities
Purchase of capital assets {64,410) {96,898)
Proceeds from sale of capital assets 88,362
Capital grants and contributions 168,371 5,951
Net cash provided (used) by capital
and related financing activities 103,961 (2,585)
Cash flows from investing activities
(Increase) decrease in assete limited as to use {157,019} 8,525
Interest received 13,940 6,040
Gas well income 1,877 585
Rental income, net 9,110 12,776
Net cash provided (used) by investing
activities (132,092) 27,896
Increase {decrease} in cash and cash eguivalents {238,399} 178,642
Cash and cash equivalents at beginning of year 1,500,404 1,321,762
Cash and cash equivalents at end of year $1,262,005 $1,500,404

The accompanying nctes are an integral part of these statements.



ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
STATEMENTS OF CASH FLOWS - CONTINUED

Year ended December 31,

Reconciliation of operating loss to net cash used
by operating activities
Cperating loss $ (715,113) S (498,349)
Rdjustments to reccncile operating loss to net
cash used by operating activities

Depreciation 171,919 167,840
Provision for bad debts 8,831
Changes in
Patient accounts receivable {105,498) 33,632
Prepaid expenses 7,845 3,035
Accounts payable and accrued expenses 33,880 10,609
Other unearned revenue 46 (2,517)

Net pension liability, deferred inflows,
and deferred ocutflows related to
defined benefit pension plan (10,587) 26,130

Net cash used by operating activities $ (617,508) 5 (250,789)

The accompanying nctes are an integral part of these statements.



ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TCO FINANCIAL STATEMENTS
December 31, 2017 and 2016

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

1. Reporting entity

Attica Hospital District No. 1 of Harper County, Kansas, (hereinafter referred
to as the District) was created under K.S.A, 8(0-2178, et seq., as a Kansas
political body and entity, for the purpose of owning and operating a health
care facility in Attica, Kansas, for the benefit of the community. Until
July 1, 1991, the District operated a 12-bed acute care hospital, a 60-bed
long-term care unit, and a cliniec., On July 1, 1921, inpatient acute care
services were discontinued. The District continues to operate a 55-bed
long-term care unit licensed as a free-standing nursing facility that includes
a 7-bed Alzheimer's unit that opened on December 13, 2010. In 2013, the
District opened a S5-unit independent living complex in Attica, Kansas. The
District is governed by an elected five-member Board of Trustees of Attica
Hospital District No. 1, Harper County, Kansas.

2, Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles reguires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

3. Basis of accounting

The District uses enterprise fund accounting. Revenues and expenses are
recognized on the accrual basis using the economic resources measurement
focus.

4. Allowance for uncollectible accounts

The Distrxict provides for accounts receivable that could become uncollectible
in the future by establishing an allowance, when necessary, to reduce the
carrying value of such receivables to their estimated net realizable value.
The District estimates this allowance based on a review of its accounts
receivable and its historical collection experience for each type of pavor.

5. Inventories

Inventories are stated at the lower of cost or market with cost determined on
the first-in, first-out method.

6. Investment income

Investment income on proceeds of borrowing, to the extent not capitalized, is
reported as other revenue. Investment income from all other investments is
reported as nonoperating revenue.
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES - Continued :

7. Capital assets

Capital assets are stated at cost. Depreciation of capital assets is provided
on the straight-line method over the estimated useful lives of the assets
which are substantially in conformity with useful lives established by the
American Hospital Association.

The costs of maintenance and repairs are charged to operating expenses as
incurred. The costs of gignificant additions, renewals, and betterments to
depreciable properties are capitalized and depreciated over the remaining or
extended estimated useful lives of the item or the properties. Gains and
losses on disposition of capital assets are included in nonoperating revenues
and expenses.

8. Income taxesg

The District is exempt from federal income taxes under Section 115 of the
Internal Revenue Code.

9. Operakting revenues and expenses

The District's statement of revenues, expenses, and changes in net position
distinguishes between operating and nconoperating revenues and expenses.
Operating revenues result from exchange transactions associated with providing
health care services, which is the District's principal activity. Nonexchange
revenues, including noncapital grants, District tax proceeds, and
contributions, are reported as nonoperating revenues. Operating expenses are
all expenses incurred to provide health care services, other than financing
costs.

10. Grants and contributions

From time to time, the District receives grants and contributions from
individuals and private organizations. Revenues from grants and contributions
are recognized when all eligibility requirements, including time requirements,
are met. Grants and contributions may be restricted for specific operating
purposes or for capital purposes. Amounts that are unrestricted or that are
restricted for a specific operating purpose are reported as nonoperating
revenues. Amounts restricted to capital acquisitions are reported after
nonoperating revenues and expenses.

11. Pension plan, deferred ocutflows, and inflows of rescurces

The District participates in the Kansas Public Employees Retirement System
Plan (KPERS)}, a cost-sharing multiple-employer defined benefit pension plan.
The District uses information provided by KPERS to measure the net pension
liability, deferred outflows of resources, and deferred inflows of resources
of the KPERS pension plan.

11




ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAI. STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES - Continued

Deferred outflows of resources represents a consumption of net position that
applies to a future period and so will not be recognized as an expense or
expenditure until then. Deferred inflows of resources represents an
acquisition of net position that applies to a future period and so will not be
recognized ag revenue until then.

12, Net position

Net position of the District is classified in three components. "Net position
invested in capital assets net of related debt" consists of capital assets net
of accumulated depreciation and reduced by the balances of any outstanding
borrowings used to finance the purchase or construction of those assets.
"Restricted expendable net position" is noncapital net position that must be
used for a particular purpcse, as specified by creditors, grantors, or
contributors external to the District. "Unrestricted net position" ig the
remaining net position that does not meet the definitions of the other two
components of net position.

13. ©Net patient service revenue

Net patient service revenue is reported at established charges with
adjustments for discounts, charity care, c¢ontractual adjustments, and
provision for bad debts, including estimated retroactive adjustments under
reimbursement agreements with third-party payors.

14, Charity care

The District provides care to patients who meet certain criteria under its
charity care policy without charge or at amounts less than its established
rates. Because the District does not pursue collection of amounts determined
to qualify as charity care, they are nct reported as revenue.

15. Cash and cash eguivalents

Cash and c¢ash eguivalents include all cash and invested cash other than
amounts included in assets limited as to use.

12



ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE B - ASSETS LIMITED AS TO USE

Asgets limited as to use consist of assets whose use by the District has been
limited by grant guidelines or doneoxs to a specific time period or purpose,
assets restricted by the donor for capital acquisitions, and assets limited by
an escrow agreement for self-funded unemployment benefits. Assets whose use
is limited are invested as follows:

2017 2016
Certificates of deposit 5 25,000 5 25,000
Cash 144,886 © 145,891
Tax credit savings account 158,024
Total assets limited as to use s 327,910 5 170,891

NOTE C - CHARITY CARE

The amounts of charges foregone for services and supplies furnished by the
District under its charity care policy and the related cost during the years
ended December 31, 2017 and 2016, were not significant.

NOTE D - REIMBURSEMENT PROGRAMS

The District has an agreement with a third-party payor that provides for
payments at amounts different from its established charge rates. A summary of
the payment arrangements with the third-party payor follows:

Medicaid - Services rendered to Medicaid patients in the long-term care
unit are generally reimbursed at prospectively determined rates based upon
~costs of previous years adjusted for inflation, statewide limits, and
other factors. Revenues from Medicaid accounted for approximately
72 percent and 66 percent of the bistrict's net patient service revenue
for the years ended December 31, 2017 and 2016, respectively.

Management estimates that there are no amounts due to or from Medicaid at

either December 31, 2017 or 2016, related to potential settlements of cost
reports.

NOTE E -~ PROPERTY TAXES

The District's property tax is levied and a lien attaches each November 1 on
the assessed value as of the prior January 1 for all property located in the
District. Agsessed wvalues are established by the County Assessor. The
asgessed values for propéerty located in the District as of January 1, 2017 and
2016, on which the 2017 and 2016 levies were based were §17,263,772 and
$20,500,032, respectively.

Property taxes are due in total by December 31 following the levy date, or may
be paid in equal installments if paid by December 20 {first installment) and
the following May 10 (second installment). The taxes are collected by the
County Treasurer and subsequently remitted to the District.

13




ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE E - DROPERTY TAXES - Continued

Collection of current year property tax by the County Treasurer is not
completed, apportioned, nor distributed to the various subdivisions until the
succeeding year, such procedure being in conformity with governing State
statutes. Consequently, current year property taxes receivable are not
available ag a resource that can be used to finance the current vyear
operations of the District and, therefore, are recorded as a deferred inflow
of resources in the year levied and recognized asg revenue when they become
available to pay liabilities.

NOTE F - CAPITAL ASSETS

Capital asset additions, retirements, and balances are as follows:

2017
Beginning Ending
_balance . Additions Retirements balance
Land 3 51,676 S - 5 - s 51,676
Land improvements 47,951 47,951
Buildings 3,678,253 {11,826) 3,666,427
Fixed equipment 116,808 28,645 145,453
Major movable equipment 1,028,403 59,417 {4, 054) 1,083,766
Construction in progress 11,826 (11,826}
Totals at historical cost 4,934,917 88,062 (27,706} 4,995,273
Less accumulated depreciation
and amortization
Land improvements 33,390 1,733 35,123
Building’s 2,612,653 106,441 2,715,094
Fixed equipment 48,327 8,596 56,923
Major movable equipment 872,568 55,149 {4,054) 923,663
3,566,938 171,919 (4,054) 3,734,803
Capital assets, net §1,367,979 $ (83,857) § (23,652) £$1,260,470

14



ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE F - CAPITAL ASSETS - Continued

2016

Beginning Ending

balance Additions Retirements balance
Land ] 51,676 ] - s - 5 51,676
Land improvements 47,951 47,951
Buildings 3,619,010 59,243 3,678,253
Fixed equipment 98,9244 17,864 116,808
Major movable equipment 1,022,999 7,965 (2,561) 1,028,403
Consktruction in progress il,826 11,826
Totals at historical cost 4,840,580 96,898 {2,561} 4,934,917

Less accumulated depreciation
and amortization

Land improvements 31,644 1,746 33,390
Buildings 2,507,330 105,323 2,612,653
Fixed equipment 42,262 6,065 48,327
Major movable equipment 818,033 54,706 (171) 872,568
3,399,269 167,840 {(171) 3,566,938
Capital assets, net - $1,441,311 $§ (70,942) $ (2,390) $1,367,979

NOTE G - DEPOSITS WITH FINANCIAL INSTITUTIONS

Kansas statutes authorize the District, with certain restrictions, to deposit
or invest in open accounts, time deposits, certificates of deposit, repurchase
agreements,  U.S. Treasury bills and notes, and the State Treasurer's
investment pool, Algo, statutes require that financial institutions pledge
securities with a market value equal to total deposits in excess of F.D.I.C.
coverage at any given time and the securities pledged be deposited with a
Kansas state or national bank or trust company, the Federal Reserve Bank, or
the Federal Home Loan Bank.

The carrying amount of the District's deposits with financial institutioms was
$1,589,615 and the bank balance was $1,614,1492 at December 31, 2017. The bank
balance is categorized as follows at December 31, 2017:

Amount insured by the F.D.I.C. $ 250,000

Amount insured by the N.C.U.S.I.F. $250,000 -
limited to bank balance 3,532

Uncollateralized {collateralized with securities
held in safekeeping under joint custody receipt
by an authorized depository other than the
pledging financial institution's trust
department, but not in the District's name) 1,360,617

$ 1,614,149
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE G - DEPOSITS WITH FINANCIAL INSTITUTIONS - Continued

The District's bank deposits are included in the financial statements under
the following categories:

Cash and cash equivalents 51,261,705
Assets limited as to use 327,910
Total bank deposits $1,589,615

NOTE H - DEFINED BENEFIT PENSION PLAN
Plan description

The District participates in the Kansas Public Employees Retirement System
{KPERS), a cost-sharing multiple-employer defined benefit pension plan as
provided by K.S.A. 74-4901, etc. seq. Substantially all employees of the
District are eligible to participate in KPERS. KPERS provides retirement
benefits, 1life insurance, disability income benefits, and death benefits.
Kansas law establishes and amends benefit provigions. Substantially all
public employees in Kansas are covered by KPERS. Participation by local
political subdivisions and entities is optional, but irrevocable once elected.
KPERS issues a publicly available financial report that includes financial
statements and required supplementary information. That report may be
obtained by writing to KPERS8 (611 South Kansas Avenue, Suite 100, Topeka,
Kansas 66603-3869) or by calling 1-B88-275-5737,

Benefits

Benefits are established by statute and may only be changed by the Kansas
Legislature. Members with ten or more yearg of credited service, may retire
as early as age 55, with an actuarially reduced monthly benefit. Normal
retirement is at age 65, age 62 with ten years of credited service, or
whenever a member's combined age and years of credited service equal
85 "points."

Monthly retirement benefits are based on a statutory formula that includes
final average salary and years of service. When ending employment, members
may withdraw their contributions from their individual accounts, including
interest. Members who withdraw their accumulated contributions lose all
rights and privileges of membership. For all pension coverage groups, the
accumulated contributions and interest are deposited into and disbursed from
the membership accumulated reserve fund as established by X.S.A. 74-4922,

Members choose one of seven payment options for their wonthly retirement
benefits. At retirement a member may receive a lump-sum payment of up to
50 percent of the actuarial presént value of the member's lifetime benefit.
His or her monthly retirement benefit is then permanently reduced based on the
amount of the lump sum. Benefit increases, including ad hoc post-retirement
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ATTICA HOSPITAL: DISTRICT NC. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE H - DEFINED BENEFIT PENSION PLAN - Continued

benefit increases, must be passed into law by the Kansas Legislature. Benefit
increases are under the authority of the Leagislature and the Governor of the
State of Kansas. For all pension coverage groups, the retirement benefits are
disbursed from the retirement benefit payment reserve fund as established by
K.5.A., 74-4922.

Contributions

Member contributions are established by state law, and are paid by the
employee according to the provisions of Section 414(h) of the Internal Revenue
Code. State law provides that the employer contribution rates be determined
based on the results of an annual actuarial valuation for each of the three

state-wide pension groups. The contributions and assets of all groups are
depogited in the Kansas Public Employees Retirement Fund esgtablished by
K.8.A., 74-4921. All of the retirement systems are funded on an actuarial

regerve basis.

KPERS hag three benefit structures and funding depends on whether the employee
is a Tier 1, Tier 2, or Tier 3 member. Tier 1 members were hired before
July 1, 2008, Tier 2 members were first employed on or after July 1, 2009, and
Tier 3 members were first employed on or after January 1, 2015. Kansas law
established the KPERS member-employee contribution rate at 6 percent of
covered salary for all members for 2017 and 2016, respectively. The employer
rates egtablished by statute at December 31, 2017 and 2016, are 8.46 percent
and 92.18 percent, respectively. The District employer contributions to KPERS
for the years ended December 31, 2017 and 2016, were $122,398 and $141,989,
respectively, equal to the statutory required contributions for each year.

Employer and nonemployer allocations

Although KPERS administers one cost-sharing multiple-employer defined benefit
pension plan, separate (sub) actuarial valuations are prepared to determine
the actuarial determined contribution rate by group. Following this method,
the measurement of the collective net pension liability, deferred outflows of
regources, deferred inflows of resources, and pension expense are determined
separately for each of the following groups of the plan:

e State/School

¢ Local

¢ Police and Firemen

¢ Judges

To facilitate the separate (sub) actuarial valuations, the System maintains
separate accounts to identify additions, deductions, and £fiduciary net
position applicable to each group. The District is included in the local
group. The allocation percentages presented for each group in the schedule of
employexr and nonemployer allocations are applied to amounts presented in the
schedules of pension amounts by employer and nonemployer. The allocation
percentages for the District's share of the collective pension amounts as of
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ATTICA HOSPITAL DISTRICT NO, 1
OF HARPER COUNTY, KANSAS
NOTES TC FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE H - DEFINED BENEFIT PENSION PLAN - Continued

December 31, 2017 and 2016, are based on the ratio of each employer's
contributions to total employer and nonemployer contributions of the group for
the years ended June 30, 2017 and 2016, respectively. The contributions used
exclude contributions made for prior service, excess benefits, and irregular
payments. As of December 31, 2017, the District's proportion was
0.081l percent which was an decrease of 0.014 percent from its share at
December 31, 2016.

Net pension liability

At December 31, 2017 and 2016, the District reported a liability of £1,174,234
and 51,476,036, respectively, for its proportionate share of the net pension
liability.

Actuarial assumptions

The total pension liability was determined by actuarial valuations as of

December 31, 2016 and 2015, which were then rolled forward to June 30, 2017
and 2016, using the following actuarial assumptions:

Actuarial assumptions 2016 2015
Price inflation 2.75% 3,.00%
Wage inflation 3.50% 4.00%
Salary increases, including wage increases 3.50% ~ 12.00% 4.00% - 12.00%
Long-term rate of return net of investment
expense and including price inflation ) 7.75% 8.00%

For 2017, mortality rates were based on the RP 2014 Mortality Tables, with age
setbacks and age set forwards as well as other adjustments based on different
membership groups. Future mortality improvements are anticipated using scale
MP-2016.

For 2016, mortality rates were based on the RP-2000 Combined Mortality Table
for Males or Females, as appropriate, with adjustments for mortality
improvements on Scale AA.

The actuarial assumptions used in the December 31, 2016 valuations were based
on the results of an actuarial experience study conducted for the three-year
period ended December 31, 2015. The actuarial assumptions used in the
December 31, 2015 wvaluation were based on the results of the actuarial
experience study conducted for the three-year period ending on December 31,
2012,

The long-term expected rate of return on pension plan investments was
determined wuging a building-block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of retuxn by
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE H - DEFINED BENEFIT PENSION PLAN - Continued

weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of
arithmetic real rates of return for each major asset class as of the most
recent experience study, as provided by KPERS investment consultant, are
summarized in the following table:

Long-term

Long-term expected

target real rate

Asset class allocation of return

Global equity 47.00 % 6.80 %
Fixed income 13.00 1.25
Yield driven . 8.00 6.55
Real return 11.00 1,71
Real estate . 11.00 5.05
Alternatives 8.00 9.85
Short-term investments 2.00 (0.25)
Total 100.00 %

Discount rate

The discount rates used to measure the total pension liability for 2016 and
2015 were 7.75 percent and 8.00 percent, respectively. .The projection of cash
flows uged to determine the discount rate assumed that contributions from plan
members will be made at the contractually required rate. The State, School
and Local employers do not necessarily contribute the full actuarial
determined vrate. Based on Jlegislation passed 1n 1993, the employer
contribution rates certified by the System's Board of Trustees for these
groups may not increase by more than the statutory cap. The statutory cap for
2017 was 1.2 percent.

Sensitivity of the net pension l1iability to changes in the discount rate

The following table presents the net pension liability of the Pension Plan as
of June 30, 2017, calculated using the discount rate of 7.75 percent, as well
as what the Pension Plan's net pension liability would be if it were
calculated wusing a discount rate that is 1l-percentage-point lower
{6.75 percent) or l-percentage-point higher ({(8.75 percent) than the current
rate:

Current
1% decrease discount rate 1% increase
(6.75%) {7.75%) {(8.75%)
District's share of net
pension liability $ 1,691,154 $ 1,174,234 5 738,491
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE H - DEFINED BENEFIT PENSION PLAN - Continued
Pension expense

For the years ended December 31, 2017 and 2016, the District recognized
pension expense of §111,811 and %$168,119, respectively, which includes the
changes in the collective net pension liability, projected earnings on pension
plan investments, and the amortization of deferred outflows of resources and
deferred inflows of resources for the period,

Deferred outflows of resources and deferred inflows of resources

A summary of the collective deferred ocutflows of resources and deferred
inflows of resources at December 31, 2017 and 2016, are included in the tables
below. Experience gains/losses and the impact of c¢hanges in actuarial
assumptions or other inputs, if any, are recognized over the average expected
remaining service life of the active and inactive plan wmembers at the
beginning of the measurement period. Investment gains and losses are
recognized over a fixed five-year period.

2017 2018
Deferred outflows of resources
Differences between expected and actual
experience . S 5,679 [ 8,567
Change of assumptions 63,237
Net difference between projected and actual
earnings on pension plan investments 36,834 174,364
Changes in proportion and differences
between Hospital District contributions
and proportionate share of contributions 100,352 137,754
Employer contributions subsequent to the
measurement date 62,552 66,958
Total deferred outflows of rescurces 5§ 268,654 $ 387,643
Deferred inflows of resources
Differences between expected and actual
experience 5 40,603 5 26,641
Changes of assumptions 8,587 13,807
Changes in proportion and differences
between Hospital District contributions
and proportionate share of contributions 163,484
Total deferred inflows of resocurces $ 212,674 3 40,448
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER CQOUNTY, KANSAS
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE H - DEFINED BENEFIT PENSION PLAN - Continued

The following table provides the deferred outflows of resources and deferred
inflows of resources as of December 31, 2017, that will be recognized in
pension expense in future years:

Employer Receognition of

contributions net deferred

subsequent to ocutflows/ (inflowa)

the measurement of resources
Year ended date by vear Total

December 31, .

2018 5 62,552 s {2,317) S 60,235
2019 41,511 41,511
2020 11,044 11,044
2021 (44,863) {44,863)
2022 (11,947) (11,947)
Thereafter

S 62,552 5 (6,572) 5 55,980

NOTE I - BUDGETARY INFORMATION

Kangas statutes require that an annual operating budget be legally adopted for
the District. The statutes provide for the following sequence and timetable
in the adoption of the legal annual operating budget:

1. Preparation of the budget for the succeeding calendar year on or before
August 1.

2. Publication in local newspaper of the proposed budget and notice of
public hearing on the budget on or before August 5.

3. Public hearing on or before August 15, but at least ten days after
publication of notice of hearing.

4, Adoption of the final budget on or before Augqust 25.

The statutes allow for the governing body to increase the originally adopted
budget for previously unbudgeted increases in revenue other than ad valorem
property taxes. To do this, a notice of public hearing to amend the budget
must be published in the local newspaper. At least ten days after
publication, the hearing may be held and the governing body wmay amend the
budget at that time. There were no amendments to the budget for the years
ended December 31, 2017 and 2016.

The statutes permit transferring budgeted amounts between line items within an

individual fund. However, such statutes prohibit expenditures in excess of
the total amount of the adopted budget of expenditures of individual funds.
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
NOTES TC FINANCIAL STATEMENTS - CONTINUED
December 31, 2017 and 2016

NOTE I - BUDGETARY INFORMATION - Continued

Actual expenditures for the year ended December 31, 2017, on the modified
accrual basis of accounting and encumbrances were $3,486,527 as compared to
the legally adopted budgeted expenditures of $3,975,947. Actual expenditures
for the vyear ended December 31, 2016, on the modified accrual basis of
accounting and encumbrances were $3,319,739 as compared to the legally adopted
budgeted expenditures of $3,665,268,

All legal annual operating budgets are prepared using the modified accrual
basis of accounting, modified further by the encumbrance method of accounting.
Revenues are recognized when cash is received. Expenditures include
disbursgements, accounts payable, and encumbrances. Encumbrances are
commitments by the municipality for future payments and are supported by a
document evidencing the commitment, such as a purchase order or contract. All
unencumbered appropriations lapse at year-end,

A legal operating budget is not required for capital projects funds. Spending
of funds which are not subject to the 1legal annual operating budget
requirement is controlled by federal regulations, other statutes, or by the
use of internal spending limits established by the governing body.

NOTE J - RISK MANAGEMENT

The District is insured with respect to professicnal and general liability
risks under an insurance policy issued by commercial insurers on a claims-made
basis with a limit of $1,000,000 per occurrence up to an annual aggregate of
$3,000,000 for all claims made during the policy year. Coverage is currently
in effect through November 1, 2018. The District intends to renew this
coverage on that date and is aware of no reason why such coverage would bhe
denied at that time. Management believes that if any claims are asserted for
incidents occurring through December 31, 2017, such claims would be settled
within the limits of insurance coverage.

In addition to the risk disclosed elsewhere in these financial statements and
notes thereto, the District is exposed to various risks of loss related to
torts; theft of, damage to, and destruction of assets; errors and omissions;
injuries to employees; and natural disasters. The District purchases
commercial insurance for these risks. Settled claims have not exceeded this
commercial coverage in any of the past three vyears.

NOTE K - SUBSEQUENT EVENTS

The District has evaluated subsequent events through April 4, 2018, which is
the date the financial statements were available to be issued.
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
PATTIENT SERVICE REVENUE

Year ended December 31,

2017 2016
Daily patient care - Geriatric and Alzheimer's $ 2,588,412 $ 2,741,584
Independent living units 13,695 13,409
Gross patient service revenue 2,602,107 2,754,993
Contractual adjustments ’ 328,674 240,159
Provision for bad debt (15,000) (g,831)
Net patient service revenue $ 2,915,781 S 2,986,321
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ATTICA HOSPITAL DISTRICT NO. 1
OF HARPER COUNTY, KANSAS
BALANCE IN DEPOSITORY COMPARED WITH DEPOSITORY SECURITY
Year ended December 31, 2017

Wheat Citizens
State Community
Credit Union Bank Total

Bank balance, December 31, 2017

Debit card ‘ S 3,532 5 - $ 3,532

General checking 119,055 112,055

Savings 122,624 122,624

Money market 1,198,414 1,198,414

Certificate of deposit 25,000 25,000

Tax Credit Savings account . 145,524 145,524

Total deposits 3,532 1,610,617 1,614,149

Legs N.C.U.S.I.F. coverage of

$250,000 - limited to bank balance 3,532 3,532
Less F.D.I.C. coverage 250,000 250,000
Balance subject to pledging

of securities 3 - 1,360,617 1,360,617
Market value of securities pledged

at December 31, 2017 1,712,704 1,712,704
Market value of securities pledged

in excess of required depository

securities $ 352,087 S 352,087

At December 31, 2017, deposits with a financial institution were adequately secured
under X.S.A. 9-1402, which requires the market value of certain types of securities
pledged to be equal to total deposits in excess of F.D.I.C. coverage.
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